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March, 1981

Option to Purchase Agreenent

Diatex Incorporated (Diatex) hereby agrees to puichase the

equipment listed in Schedule rrAil attached hereto from Robert J. Barnes

and Ray Branscom Jr. (Ovners) under the following terms:

1. Make a down palrment of $ r:-- '-' -l'toward the purchase of
the equipment upon execution of this agreenent.

2. Fonrard the remaining balance toward, the full purchase

price of $75tO0O.OO :: days after execution of this agreeme:t.

t. Title to the equipment shali not be tra'sferred to purchaser
- untiL the fuI1 price of $75'0OO.OO hae been received by owners.

4. Upon receipt,of the fulI purchase price owners will execute
al.l documents required to transfer title to purchaser.

. 5. Diatex further agtees to assist owaers in the sale of the
equipment listed in Schedule frBrr attached hereto.

ff the above terrns are satisfactory, pl.ease sign and return two

copies of this agreeoent to our offices, at your earliest convenience,
whereupon this agreement shall become a binding agreement between the
parties hereto.
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DTATEX INCORPORATXD

.''.'.
- A.F. Downey \

President

2- <-- - 
t,.

\/.\ _\Z' \--/:" - ), -.1 -- ;e 1 tL..?- \_/

- R.R. Barefool ,///,/
Vice President

Agreed to and

Accepted

this ;-'L day of
March, 1981

Robert J. Barnes

fW84'4-
Ray Branscorn, Jr.
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SCHEDI'LE IIAII

Oplion to Flrchase Agreement

K 944A Loader

X lJ24 Case Loader

y 2 Pumps

{ Screening Plant & Feeder
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Option to Purchaee Agreenent

Transit Mix truck
Disher table
Cyanide Plant
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LEASD@

This LEASE macle and' entered inEo as of the

oiFebruary,lgSl,byand'bet\'TeenROBERTJ'BARr\ES

s?-$iSCCll, JR- , hereinafter referred to as Lessors '

I:iC., herelnfafter referred' to as Lessee'

Forth?eonsiderationshereinseEforth'
denise, Lease and let, and by these presents to

I.TITNESSETII:

I.IIGP.EAS, Lessors .are the ownars of the follorsing de-

scribed. unPatenged mining clai.urs an{ interests in Lands covered'

ihe=eby, hereinafter referred to as the Subject Premises' r'rhich

aTe sj-tuated in Grand county, statre of utah, to-l'riE:

pfi \DESCRIPTI0,.\i i\.;"'ike-,\--

?oor Boy C)-aims # f -5'fr Section 17 & 18, Lot l,,2 & 3 in Section
J 8, and Lot 4, 3, & 2 in ieciion 17. Toivnship 235, Range 248'

It is understood, by the parties hereto that Lessors

have additionaL properties thaU the parties desire to include

in and make subject to this Lease by rvay of Addendum at such

tiile as those additionaL properties are identified by name and

'noiice of location-

IniiEREAS, Lessors are desirous of granting to Lessee a

a,,Li aar Prami qes rlDorl thg tglms andoining lease covering the subject Premises upon L

conditions herein contained; and

IIIIEREAS, Lessee is .willing to take and receive such Lease

on the terms and conditions herein set forth;

NoIi, THEREF0RE' the parties for such PurPose agree as

fol-lorqs:

I

GRA}IT OF TEASE

13 day

AI{D RAY

and DAV-;TD(,

Lessors herebY

demise, Lease

-1-
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an.d lee to Lessee Ehe subject Preraises" together vich all rights

of way, easernenEs, IvaEer and water rights of every kind and

nacurerghicharesituateduponoraPPurtenanttotheSubject
prenises and ar.e useful, convenienE or necessary for Lessee in

the e:gloraEion, developEenE or nining of any or all of the lands

covered by the subj ect Premises anc this rnining lease and t'he

ni1-Iing, Processing, concentratring or refining of gold mined or

extracted. frora Ehe Subj ect Premises '

II

. 
TER..Y OF LEASE

The Lease herein granced shall

five (5) years from Ehe date hereof, to

o'clock noorr on the 13 day of February'

continue and extend for

an<i including 12:00

1981.

III

OPTIONS FOR ADDITIONAL PERIODS

Lessors hereby grant Lessee the option to extend this

].gase for five (5) additional five (5) yeal periods on the saue

Eenrs and conditions as seL forth in this Lease Agreement ' The

first of said five year periods shall begin with the expiration

of Ehe initial term of this Lease and the second five year

period to coinmence uPon the expiration of the first fj've year

exrended peiod if said firsC five yeaT period has been elected

by Dave-Tex ald each succeeding five year period to coutrnence

upon the expiragion of the next preceding five year extended

period. In the eveng Dave-Tex desires to exercise any of these

addiCional five year extensions, it shall notify Lessors in

ro-riting. Dave-Tex has the right to continue the f ive year

extensicns until all mineraLs have been released from the

property.

I
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LEASEA}IDOPTION

This LEASE macle and. entered, inEo as of the 13 day

o. February, 1981 , by and betlteen ROBERT J- BARI\ES AND RAY

5?-q:iSCClt, JR. , hereinafter referred to as Lessors, and DAV-;'TEX'

I:iC. , her,einfafter referred to as Lessee,

I.'TITNESSETTI:

I.II{EPGAS, Lessors are the ownars of t'he follorving de-

scribed. trnPatented uining claims and. interests in lands covered'

thareby, herelnafter referred to as the Subject Premises, rvhich

are situated in Grand. county, state of utah, to-rviE:

33 \DEScRIPTIo.\ ilitJfkP}
?oor Boy clai-ms # f-\ in Section 17 & 18, fg! lt^? & 3 in Section
18, and LoE C-Z-, & Z itr Section 17. Torrnship 235, Range 248'

It is understood by the parties hereto that Lessors

have additional properties that the parties desire to incLude

.in and. make subject to this Lease by rvay of Addendum at such

tiae as those additionaL properties are identified by name and

noiice of location.
I1IIIEREAS, Lessors are desirous of granting'to Lessee a

oining lease' covering the Subject Premises uPon Lhe terms and

conditions herein contained; and

IIHEREAS, Lessee is.wilLing to take and receive such Lease

on the terms and conditions herein set forth;

NOI{, TIIEREFORE, the parties for such PurP.ose agree as

fol-loiss: '

I

OF TEASE

For th9 considerations

dernise, Lease and let, and bY

herein set forth, Lessors herebY

these presents to demise, lease

-1-
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IV

LESSEE''S RIGIiTS IN THE SUBJECT PRE'YISES

Lesseeshallhaveand'isherebygrantedbyLessorstlre

exclusive right:
(a)Toenterupon'explore'ex:mineandinvest'igate

l-acf end samDl.e' tflL
che Subj ect, premises and to survey, BaP , test and saEIPle the

Subjectr Premises and, to carry on such geological and geophysical

work with resPect thereto as Lessee in his sole judgoenE and

discrecion maY desire

(b) To ProsPect and searcl

.. subject prenises by means of drilling, Erenchin g, drifting'

cross-cut,t,ing, raising, and sinking of shafts or rvinzes and by

Such .other developgentr of explorat'ion meEhods ' either surfaee or

und,erground, as Lessee may in his sole judgnenE and discretion

desire. '

(c)TodelineaEegoldoreandtosecirrecoresandsamples

frora the Subjecg Premises at such places and' in such quantities '

as Lessee shall, in his sole judgment and discretion desiret

(d)Tominerextract'rnill-'Process'concenErate'refine

or othe::srise treat any gold from the SubjecE Preoises in r:nl-imired

quantities and to ship, markeE, sell or oEhenvise dispose of the

sas,e, or concentrates produced therefron, as Lessee in hiS SOle

judgnent and discretion nay desire'

(e)Toconstruct'install,oPerateandmaintainuPon

the Subject premises such mills, processing' concentrating or

refining plants, roads , PoI,Ter and telephone lines, dit'ches '

caraps, hoists, buildings and other structures and facilities as

Lessee nay in his sole judgrnent and discretion desire I

-3-



(f)Totakeanyand'allocheractionuPonorincon-

neccion with, Ehe subject Premises, vhether sirailar Lo actions

descr;bed above or not, 3s Lessee in his sole judgemeat and dis-

c=e:.ion illay desire, it being underscood thaE Lessee agrees to

cond,ucc all ilining ogerations on the subject Premises in accord-

aacs wi;h good iaining practices and ia a good and rniner-like

= 
asi:-on.

(g) To Perfom the annual assessiaent' ltork required by

la*nr oa the uapatenEed mining clai-s

(h) .During the period, of the operaEion of a piloE' plant'

on th.e subj ect prenises which is u.ieder contelnPlation by the

parties Co this lease, Lessee shall have the rig,h! to oPeraEe

saii pilot, plant und.er the mining and' refining pe:mit's of Lessors'

v

ROYAITY

. Lessee agrees Eo pay Lessor 2OZ royalty. Any royalty

gaiC ro Lessee by Lessors shall be the designated per cent' of

tle' ni 11 or sinelter returns. Lessors have the right to receive

sa!d. royalties in cash or kind

The te::m "net nill or smelter returns" when used herein

shalL aean the aBounES received by Lessee from the smelter or

niar vhich purchases gold mined' fron the Subj ect Premises or

coeceatrates produced therefroo, including al-l subsidies or

boauses gaid to the Lessee by the smelter or mint or any oEher

age!:cjr viEh relation to such goLd and based upon the quality or

quaniiEy thereof, afger deducting therefo::ul all charges and

eF.o.s'ts deduct,ed by the smeLter or mint and aLl salnpling and

assaying charges, umpire assay charges and aL1 railroad, iruck

or other hauLage charges incurred for transportation from the

aj-ae to the smelEer or mint of the gold so produced and not

othemi-se deducted by Ehe smelcer or mint '

-4-



Royalties PaYable PursuanE' to

C::ac;Iy Eo che Lessors by the smelger

go!c

Lessee agrees to pe-rform and pay fot

assesse.en-. iv-ork required by law and perforn

;o=l< =equired by .Ianv, subject to te::nination

con;aiaeC-,

..Lessaeagreestokeepanaccurateaccountofallsales
sf goLd eKtracEed by Lessee from the Subjectr Premises and con-'

cen;=a-Les grodrrced therefroo shorving sales ' prices ' dates ' purehas-

e=s , ghe aining claim or uining clains fron r'rhich removed' ' the

g=oss raceipLs derived therefrou, charges and' araounEs deducted by

trb,e se,eltrer or rcint with relaEion thereto, all cosEs of r:mpire

assaying paid by Lessee in qonnection therewith, and' all railroad

:rack or ogher haulage charges incr:,rred' for transPortatrion there-

o! froa, eine to the sueLEer or mintr. A11 records' books and

accorstEs of Lessee relit'ing to such sal-es shaLl be open at aLl

t'eascnable times to inspection by Lessors or their authorized

agelts.

VI

. COVENAI{TS OF LESSORS

Lessorsjointlyandseveral.lycovenantandwarranEthat

the=e are no outstanding rolialty obligations or oEher Payuent

obiigations with relation to the Subject Premises' In the evenE

ihat ir is hereinaf ter det,e:mined that any of the Subj ect Prenises

a=a subject to royaLty obligaLions or other. obligations Lo make

pa1=anE6FanytyPeotherthantheroyaltyinterescsherein
rese:rreci to Lessors, Lessors Shall assune and pay alL such out-

sUaad.iag royaLty payEents or other obligations to make paynnene

ano Lessors jointly and' severally agTee that they will indemnify

aird hold. Lessee ham'less from any clairns by third part'i-es arising

out of such royalty or pay:nent obligations

this section shall be Paid

or Ehe Purchaser of the

-uhe requisice annual

the annual assessnenE

provisions herein

-5-



In the evenL that Lessee shall becone compelled by court

order or o'hen.rise Eo mal<e any royalty Da)rmenEs or any other

Da)Bents r.rith relaEion to Ehe nining clairrs or any of Ehem'

orher than Ehe royalty paymenEs r';hich become due and payable Eo

Lessors Du=suang hereto, Lessee shall have Uhe righU Eo reEain

all royal-uy pa)rnents rvhich thereafter become due and payable to

Lessors hereunder, until such tina as Lessee has recovered the

total ancouilt so paid by Lessee pursuant Lo Such court order '

togethe= rsith interestr on the unpaid' balance thereof at Ehe rate

of six per centr (62) Per annus'

ReEentionbyLesseeofroyalt'ypayrnanEsPursuant.tothe

foregoing paragraph shall not under any circunsLances be deeu'ed

to consEitutre a default by Lessee hereund'er, and Lhe amounu so

rerained by Lessee shall for alt purposes of dete::utining coE'-

pliance by Lessee r,rith the provisions of this mining lease ' be

deemed to have been paid, to Lessors - The provision of the fore-

going paragraph shall not be deemed to linit or restsricL in any

Eranner the rights of Lessee Pursuantr to this section' IE is

. intended rhaE the rights granted by the foregoing Paragraph are

'lranCed as ad.diCional protection to Lessee' Lessee shaLl have the

right at any time to enforce by aPPropriate action a.Il rights

granted to Lessee Pursuang to and all rights of Lessee arising

out of this section irrespective of the provisions of Ehe fore-

going paragraPh-

VII

DtrFAIILT

should. any default in any of .the tel:uls hereof occur '

LessorsshalIgivenoticeEoLesseeinrnritingaShereinafter
provided, designating such asserted default' Lessee shall there-

after have a period of thirty days from Ehe date of receipt of'

such notice rvithin rghich to correcE the defaults of which he has

received, notice. should Lessee fail to correcE said defaults rvithin

said thirty (30) day period, Lessors RaX, at their elecLion' canceL

and terrninate this mining J'ease '

-6-



VTII

LESS3g I S RIGST OF TER}IINATION

Lessee shal1 have t'he right at anv t i-rne af ter t,he

pe:=c-anc3 of the annual assassrnent work requirenents 'Eor the

assassr3nrlrea=ending ,- I a )' '19V/ 'to.u
te:=i-a:= this lease agreernent, and subject to the furthdr pro-

visions of ihis ariicle to be free fron 'any and every obligati on

aii,liarilitlrhereunderorinan:'nannerar.isingoutsofanyter:nn

ccvelani anC condit'ion hereoE' If Lessee shall .eIect" -to so

te:=i:rate, he shall deliver or naj.l to Lessors a not,ice of sucl:'

--e:=ination, wh ich shall be ef f ective by iEs terms tb irty Cay's

aita= tha daie of suclr delivery or rnailing. upon termination of

this lease agreemenL . by Lessee as hereinabo're prov ided, t'his

laasa ag=eenenE, sha}I wholly cease and.end and tessors shalI be

en:itleC to:
uf f -oayment,s there tofore made bY1, Forfeit and retain

.:

Lesso=;-anC

2. Reccver immediaE,e possession of the subject' Prem-

is=s, subjact only to Ehe right, of Lessee to remove his e'guipnrent

aad -=ro-eeriy as herein providedr dnd Lessee shall be fully exon-

e:aied, raLaased and discharged oi and from aLl obligations and

lialii.i?ies under this leasa agreenent, except only tha! he
.

sb,aii:

S.PerfornthereguiredannuallaborupontheSubject'
?re=!ses For t,he currenb assessnent :rear, if the effective date

oi such te:;ination shall be sixby days or less prior to the enC

oi s':ch assessnent Year; and

ts.PayanytaxesthenleviedorassesseduPonEhe
Suc;ecc P=enisas or upon Lesseets property use'3 or StOred there-

oirr cr any other items tesscrs aie entitled to be PaiC' '

-7-
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Lesseemayatanytineduringb.helifeofthisleas.e

ag=a:nant install uPon or renove f rom Ehe Sub j ect Preririses any

tco1s, ,rachineryr €goipnenE and facilities owned or furnished by

Lessee. It i-s nrutually understood and agreed that if by tha

foraiei;ure or t,ernination of Ehe rlghEs of the Lessee hereuncert

Lessee quits possession oi the said subjec! ?;enrises' he or his

agant.s or servants may rengve any tools, machinery' equiprn'ent and

faciL!:ies theretoEore by tessee placed uPon saic subject Prem-

ises, said re:noval to be at tesseers cost and' exPense anc nay be

accc4rlished .within s ix nonths following . the surrender of the

Subject ?renisas, exce5lE bhat' in such evenE' aII installe'd unCer-

. ground linber, tracks l p iping and wiring shall th,ereupon be and

becone the ProPertY of tessors '

IX

Barnes,

gr.vr n9

S traet t

Any

P. O.

nct ice

Salen'

notice to

Box 313, Cisco,

to Dave-Tex, c/o

Utah.

NOTICE

the Lessors InaY be given to Robert J '

Utah 84515' and to tbe tessee bY

Deloss H- Patten, 130 EasE' Cent'er

x

All obligat'ions

be suspended. whiler. but

Lessee is prevented from

FORCE MAJEURE

o€ Lessee under this ririnlng lease shall-

onlyso}ongaSandtotheextent.bhat
complying vrith such obligat!ons in whole

-8-



o: iir gar! by strikes, lockouts, acts of God, unayoidable acci-

i:n'ts'u:tconirollabledelaysbytransportahion,inabilityto

coc,:: necessary materials in open markett lack of a suitable

a.;a:I=cle ilarlcat for sale at a prof it to Lessee cf gold proiuceC

i =cn c:re :rining cla ims r otr of concentrates proCucei theref ron'

a;i 3ey s;a.-e or local laws, regUIaE icnS Or Orcers or cther

::.a::3:S bayond the reasonable contrcl of Lessee' w!:eEher sinilar

lc - :he =atcers herei n s-oecif ically enunerated or othereise '

aass=e shaiL not be reqlrired against his will to adjusi any labor

i:sp|:ce or to question the validity'of or to refrain fron juCic-

at rJ t=sti:ig any Federal, State or local law or regu'l ation or

rrl s

XI

TITLE DISPUTES

liotv iihstanding anyth ing here in to 'the con xrexy ' if a

geruina'ii=Le dispute arises or developes with res5lect' to all or

a;y grenises and the lanis covered thereby, Lessee shal-l have the

-.-ir.:: zi h1s sole option to reiinguish to the tessors the djs-
-->-.e

ou:ei :=ort.icns or areas of said subject Prenrisas which are af-

ie::ei by said adverse clairas. Lessors sha't I be obLigalad to

=:j.=':u:sa lessee for all royalties which were paiC to tesscrs for '

gcii nj.nei fron the dispueed area or concentrates proauced Elrere-

i=cn or a:y otirer danage incurred by Lessee as a result of said

i!-*la dispu:e. In Ehe event that tessors fail to reimburse

Lessee as prc!'ided in t,his section, tessae shall have the right

:c :atain al-I royaJ.ty pay:n3nes which thereaft'er becone due here-

uaie= ua,_iL such t irne as he has recovered fron said retained
r ! -L ?

:clraiiy pailnents an amount eguatr to the amount for ghich tessors

a=e ob).igated E,o reimburse Lessae as aforesaid' toge!her wich

-9-



inierast on the unpaid balance thereof at Ehe raEe Of six Per
. t -- F^ea

cent (5t) ?ar annulil- The provisions of the imnediataly'foregoi'ng

sen._ence sharl not be deenec bo linie or restrict in any Iilanner

tee rights of Lessee to bring legaI acEion against Lessors to

reco-r3= the araounts for which Lessors .are obligated to reimburse

Lessee,EshereinaboveinthissectionProviied'itbeingunder-

stood -.hai the rights of tessee pu:suant Eo this section shall be

cunuLativ= and not alternative or restrictive

Ret'entionbyLesseeofroyalE'ypa1'rnentsPurs.uant'.fo

this sec:loB .shall not uncer any circursstance be ceerned to con-

s ticuie a cef ault by. Le.ssee hereund'er and the amount so retained'

.. 
by Lessea shall for all purPoses of deterruining cornptiance by

Lessae.wi--b'theprovisionsofthisnininglease'bedee:nedto

have been Paid to' tessor= '-'

tesseeshal}havetherighE,ifhesoelecE,storetain

allroyalE,srpalnnentswhichbeconecueandpayablebereunder.with

relation to gold removed frorn the disputed po'riions or areas of

saiC Subject Premises or concenErates produced therefrorn until

such ti:ite as Lessee has received frorn Lessors written evidence

satisfaciory to Lessee that said title dispute has been resolved'

and that Lesscrs are legally entitled to receive such royaLty

paJ-nents -

tessee shalL not be reguired to pay any royalby Pay-

nentstcLessorsconcerninganygo}dproducectherefrommined

f ro:l d isputed areas 
"vh 

ich tessae relinguishes pursuant to this

sacE.i onr Dot shal,I Lessee ba required to Pay royalLy payrtents

with rer-ation to gord producei therefroiTr, nrined frorn dispu--ed

areas which are ultinateJ.y deternined to be tbe pro5lerty of

ot,hers

-10-
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XII

ASSIGNABILITY

This grining lease is and shall be binding upon and

iau:e Eo rhe benefit of the parEies hereto and their respective

hei:s, execuEors, administraEors, Personal representaEives,

s.cccessois and, assigns. Lessee shall noE have the righc rviEhoui

cha coasenE of Lessors to sel1 or assign, alL or any part of the'

righcs of Lessee arising un<ler the terms of this urining Lease.

IN I{ITNESS IilIIEREOF, the pargies have executed this

j,,j ;"rti1;"i,13t$'fft#?n9l5q' .h ErL j*<l-'-' 1"*"T
\ lv-- o il

.r,(
+-.., L<.,t' J-'/ ol. /\ircr-")L'\'r\ LESSoRS

l('I-ra'zr\

I.ESSEE:

DAV-TEX

-/ l-



ADDENDIN,I

This is an addendum to the contract between Robert

J. Barnes and Roy Branscom, Jr. and Dav-Tex, Inc. dated

February 13, 1981, regarding Poor Boy Claims 1-3.

Under "Grant of Lease" on page 1 continued on page 2

extraction of all precious metals will be added to the term

gold.

This addendr:m will explain the tenns on page 4, paragraph

(F) "Good Mining Practices" and "Miner Like Fashion" is gen-

eral terms of a mining contract and refers to all state mining

requirements including taxes, ecology and licenses required

to mine and refine in this state of Utah. It should be under-

stood that the taxes will be paid in proportion to each in-
dividual income from the mine.

This addendum also explains the "Net Mill and Smelter

Returns" on page 4 under "Roya1ty".

This term means the product produces at the smelter. If
this is not sufficient then it may be shipped to another loca-

tion for final processing to bring it to the finished product.

In case of the gold to 999.5. If this is required then

the shipping and handling costs will be charged in accordance

with the proportion received by each individual i.e. you

would pay 207 of that cost.

Februarv 18. 1981
Date

Read and accepted by:

t-i'{/ E,o*-u-'
._-/

'.Y/-,,').1 /
--/ / /'/ /\ ft -'-r. - r'( 4- t \ 1.

rreslcenL

DAV-TEX CORPORATION



MINING AND REFINING AGREEMENI

THIS AGREEMENT, made and entered into, effective as of this
day of , 1981, by and between:

DAV-TEX CORPORATI0N (0f1, a Nevada corporation, duly
authorized to do business in the State of Utah, with
temporary offices at:

P.0. Box 293
Moab, Utah 84532

and

Eng'le Industries, Inc. of Texas, a corporation duly
ar;lhorized to do business in the State of Utah, with
its present address at:

This contract may for convenience be referenced by the parties
as the Poor Boy Contract.



t,lITNESSETH:

IIHEREAS, DT heretofore entered into a Lease (which may have an
addendum or addenda attached thereto) , al I of which are referred to as the
Basic Lease which Basic Lease is dated 13th day of February, 1981; wherein
DT is the Lessee; said Basic Lease is incorporated herein by reference and
marked Exhibit A.

WHEREAS, the parties hereto acknowledge that any agreements they
make with regard to said Basic Lease are subject to provisions of said
Basic Lease; and

WHEREAS, the parties hereto agree that the value of the Lessee's
position presently held by DT must have substantial investment of equipment
and the application of expert knowledge in order to exploit the position of
Lessee profitably; and

WHEREAS, Engle is high'ly qualified to remove, process and refine
placer or deposits of the type found on the Basic Lease property; and

WHEREAS, the parties hereto agree that Engle shall carry forthall of the obligations imposed upon DT by the Basic Lease and will be
resPonsible to DT and to the Lessors under the Basic Lease for the fulfill-
ment of al'l the conditions of said Basic Lease, all on the terms and condi-
tions set forth hereinafter;

NOW, THEREF0RE, in consideration of the mutua'l promises containedin this Agreement, the parties hereto agree as follows:
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ARTICLE I.

The basic purpose of this Agreement is to conduct open mining
operations for the recovery of precious metals, including gold, silver,
platenates, etc., as well as base metals, from placer or deposits notr
existing on the "Basic Lease" property.

This Agreement shall in no way be construed as an Assignment
of the Lessee's interest by DT to Engle.
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ARTICLE II.

FORM OF REFINED PRODUCT

Final precious metal products shall be in a form and of a
quality general'ly acceptab'le on the market for the particular type of
product involved, but in form and qua'lity to be mutually agreed upon
between the parties hereto, that is miner's bars; Dore bars; London mar-
ketable bars of999.5fineness or better; but in any case, as long as the
quantities and values at the date of delivery or settlement (as set forth
hereafter) are equal to the amounts due the Lessors under the Basic Lease
or DT or to Engle, the form in which the product is delivered to the
separate parties shall be at the sole election of such party provided
that notification to Engle or as designated assignee in writing is made
in advance of such delivery.
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ARTICLE III.

COMPLIANCT t^lITH LAWS

The parties hereto each agree to comply with, to the extent
required by their activity, all local, county, state and federal laws,
ru'les and regulations governing each operation in connection with the
performance of this contract under the.terms of the Basic Lease; and
each party shall apply for, acquire and maintain the necessary licensing
and permits applicable to their activity at their separate expense. All
the parties, including the Lessors under the Basic Lease, have agreed to
work harmoniously to cooperate so as to insure continuous legal and
profitable operation of these properties and re'lated activities.
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ARTICLE IV.

FINANCIAL SETTLEMENT

Engle agrees to make settlements in full with DT and Lessors
under the Baiic Lease, weekly, on each Monday and if Monday is a legal
holiday, then on the next succeeding business day, following the effec-
tive date of this contract in accordance with the following principles:

A. All distributions will be based on gross smelter or
refining recovery yields.

Ten percent (10%) of gross smelter or refining recovery
yields should be paid to Lessors under the Basic Lease
as their sole and exclusive property, to be paid in kind
(in a form to be stipulated by Lessors under the Basic
Lease in advance), or in cash, at the sole election of
the Lessor under the Basic Lease.

Five percent (5%) of gross smelter or refining recovery
yields to be paid to DAV-TEX C0RPORATI0N, a Nevada cor-
poration as its sole and exclusive property for all
purposes and is to be paid in kind (in a form to be
stipulated by DT in advance as set forth previously in
this Agreement), or in cash at its sole election.

B.

c.
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ARTICLE V.

DTTAILS WITH REGARD TO OPERATION

Al l mining, mi l'l'ing and ref ining operations shal'l be subject to
normal procedures governing mining, mi I 1 ing and refining operations, but
in any case wil'l include the fol lowing:

A. The Lessors under the Basic Lease, as well as DT, shall
have the right to have at least one'indjvidual on the
premises or on-site during any stage of the operations
wherever located, said individual to be known as an
"inspector", and each 'inspector shalI be the cost of the
party so designating the inspector.

B. Each party in this Agreement and the Lessor under the
Basic Lease shall have the right to take random samplings
of material at any stage of operations, provided however,
that such samplings shall not interfere with ongoing
act'ivitjes and shall not constitute a safety hazard as
defined by M.S.H.A. Rules and Regulations; each party
shall have the right to have such samplings assayed by
duly certified and qualjfied precious metal 'laboratories
or facilities so as to determine expected or final yields
of precious metals from materials covered by this Agreement.

C. In the event of any d'ispute over settlements or values,
the parties hereto wi I I submi t such di spute to a du'ly
qualified arbitration panel in accordance with the rules
of the American Arbitration Associat'ion and judgment
upon the award may be entered in any court having juris-
dictjon thereof. The costs of the proceedings shall be
borne equally by the parties. Unless otherwise agreed
upon, the place of the arbjtration proceedings shall be
Salt Lake City, Utah. This arbitration clause shall not
only apply to the provisjons of this Article of the
Agreement, but to a controversial claim arjsing out of any
part of this Agreement.
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ARTTCLE VI.

LESSEE REPRESENTATION

DT agrees and stipulates that it has the full legal control, as
Lessee, of the property described in the Basic Lease all on the terms and
conditions set forth in the Basic Lease together with the terms and con-
ditions of any addendum, or addenda, attached to said Basic Lease; and
that its rights as Lessee are free and clear of any encumbrance of any
kind or nature, which would prevent for any reason the free access of
Engle, its associates, employees or representatives to said property for
the purposes of carrying out this Agreement.
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ARTICLE VI I.

RESTRICTIONS ON DISPOSITION OF INTEREST ON

CONTRACT BY PARTIES TO THIS AGREEMENT

Each party agrees that in the event it sells, disposes, leases,
or encumbers any of the property or profits anticipated from their respec-
tive operations under this Agreement, that such sa'le, disposition, lease,
or encumbrance shall be subjict to the provisions of this Agreement; and
each agrees to notify the other or any major transaction effecting its
interest in this Agreement, or which might affect this property in the
future.
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ARTICLE VIII.

This Agreement is intended to supersede and replace any prior
oral or Letter Agreements made by the parties prior hereto; any changes
herein or any amendments to this Agreement, shall not be effective unless,
in writing, subscribed to by both parties. This Agreement has been exe-
cuted in multiple counterparts, each of which shall be deemed an original.

IN t,llTNESS
Agreement this _
date hereof shall be

WHERE0F, the parties hereto have executed this
day of , 1981, but the effective
the day of , 1981.

DAV-TEX CORPORATION

BY:
H. R. Davidson, President

Engle Industries, Inc.

BY:
EmfS. SltbE

BY:
Scott Morrison
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GRANT OF LEASE

For the considerations herein set forth, Lessors hereby

demise, lease and let, and by these presents to demise, lease and

Iet to Lessee the subject Premises, together with all rights of

Wdy, easements, water and water rights of every kind and nature

which are situated upon or appurtenant to the Subject Premises

and are useful, convenient or necessary for tessee in the explor-

ation, development or mining of any or all of the lands covered

by the subject Premises and this rnining lease and ttre nilling,

processing, concentrating or refining of gold mined or extracted

from the Subject Premises.

TERI'{ OF LEASE

II

The Lease herein

five (5) years from the

orclock noon on the

granted shall continue and extend for

date hereof, to and including 12:00

day of Novemberr 1985-

III

OPTIONS FOR ADDITIONAL PERIODS

Lessors hereby grant Lessee the option to extend this

lease for five (5) additional five (5) year periods on the same

terms and conditions as set forth in this Lease Aqreement. The

first of said five year periods shall begin with the expiration

of the init,ial term of this lease and the second five year period
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to commence upon the expiration of the first five year extended

period if said first five year period has been elected by Dave-

Tex and each succeeding five year period to commence upon the

expiration of the next preceding five year extended period. In

the event Dave-Tex desires to exercise any of these additional

five year extensions, it shalI notify tessors in writing.

IV

LESSEEIS RIGHTS IN THE SUBJECT PREMISES

Lessee sha1l have and is hereby granted by Lessors the

exclusive right:
(a) To enter upon, explore, examine and investigate

the Subject Premises and to survey, ildp, test and sample the

Subject Premises and to carry on such geological and geophysical

work with respect thereto as Lessee in his sole judgment and

discretion nay desire.

(b) To prospect and search for minerals in and on the

Subject Premises by means of dril1irg, trenchirg, drifting,

cross-cutting, raising, and sinking of shafts or winzes and by

such other development or exploration methods, either surface or

underground as Lessee may in his sole judgnent and discretion

des ire.
(c) To delineate gold ore and to secure cores and

samples from the Subject Premises at such places and in such

quantities as Lessee shall, in his sole judgment and discretion,
desire.

(d) To mine, extract, mil1, process, concentrate,

refine or otherwise treat any gold from the Subject Premises in

unlimited quantities and to ship, market, sel1 or otherwise

dispose of the same t oy concentrates produced therefrom, as
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Lessee in his sole judgment and discretion may desire.
(e) To construct, install, operate and maintain upon

the Subject Premises such mills, processing, concentrating or
refining plants, roads, power and telephone 1ines, ditches,
camps' hoists, buildings and other structures and facilities as

tessee may in his sole judgment and discretion desire.
(f) To take any and a1l other action upon or in con-

nection with the Subject Premises, whether similar to actions
described above or not, as Lessee in his sole judgnent and dis-
cretion may desire, it being understood that Lessee agrees to
conduct all nining operations on the Subject Premises in accord-
ance with good mining practices and in a good and miner-1ike

f ashion.

(g) To perform the annual assessment work required by

law on the unpatented mining claims.

(h) During the period of the operation of a pilot
plant on the subject premises which is under contemplation by the
parties to this Iease, Lessee shalI have the right to operate

said pilot prant under the mining and refining permits of Les-

sors.

ROYATTY

Lessee agrees to pay Lessors royalties determined as

follows with relation to any gold mined from the Subject Premises

or concentrate produced therefrom and SoId: In the event that
the gold recovered from the claims designated herein amounts to
three-fourths (3/4) ounce or less per ton, then and in that event

a royalty of ten per cent (108) will be paid to Lessors; in the

event that the gold recovered exceeds three-fourths (3/4) ounce

v
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per ton, then and in that event a twenty per cent (20s) royalty
sharl be paid in the designated percentage referred to. Any

royalty paid to Lessee by Lessors shall be the designated per

cent of net miII or smelter returns (as that term is hereinafter
defined) received by Lessee from the sare of any shipment of

sord. J-- lq- {}. f\tz(A
The term "net nill or smelter returns" when used herein

shall mean the amounts received by Lessee from the smelter or
mint which purchases gold mined from the Subject Premises or
concentrates produced therefrom, including all subsidies or
bonuses paid to the tessee by the smelter or mint or any other
agency with relation to such gold and based upon the quality or
quantity thereof, after deducting. therefrom aIl charges and

amounts deducted by the smelter or mint and aIl sampling and

assaying charges, umpire assay charges and all railroad, truck or
other haulage charges incurred for transportation from the mine

to the smelter or mint of the gold so produced and not otherwise

deducted by the snelter or mint

noyalties payable pursuant to this section sha1I be

paid directly to the Lessors by t,he smelter or the purchaser of
the gold.

Lessee agrees to perform and pay for the requisite
annual assessment work reguired by law and perform the annual

assessment work required by law, subject to termination provis-
ions herein contained.

Lessee agrees to keep an accurate account of all sales

of gold extracted by Lessee from the Subject Premises and concen-

trat,es produced therefrom showing sa1es, pEices, dates, purchas-

ersr the mining claim or mining cl-aims from which removed, the

gross receipts derived therefrom, charges and amounts deducted by

the smelter or mint with relation lhereto, all costs of umpire

assaying paid by Lessee in connection therewith, and aII railroad

-5-



track or other haulage charges incurred for transportaEion there-

of from mine to the smelter or mint. AII records, books and

accounts of Lessee relating to such sales shall be open at a1l

reasonable times to inspection by Lessors or their authorized

agents.

VI

COVENANTS OF LESSORS

tessors jointly and severally covenant and warrant that
there are no outstanding royalty obligations or other paynent

obligations with relation to the Subject Fremises. fn the event

that it is hereinafter determined that any of the Subject Prem-

ises are subject to royalty obligations or other obligations to
make payment of any type other than the royalty interests herein

reserved to Lessors, Lessors shall assume and pay all such out-
standing royalty payments or other obligations to make payment

and Lessors jointly and severally agree that they will indemnify

and hold tessee harmless from any claims by third parties arising
out of such royalty or payment obligations.

In the event that Lessee shall become compelled by

court order or otherwise to make any royalty payments or any

other payments with relation to the mining claims or any of them,

other than the royalty payments which becone due and payable to
Lessors pursuant hereto, Lessee shall have the right to retain
all royalty payments which thereafter become due and payable to
Lessors hereunder, until such time as Lessee has recovered the

total amount so paid by Lessee pursuant to such court order,
together with interest on the unpaid balance thereof at the rate

of six per cent (6?) per annum.

-5-
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Retention by Lessee of royalty payments pursuant to the
foregoing paragraph sharr not under any circumstances be deemed
to constitute a defaurt by Lessee hereunder, and the amount so
retained by Lessee sharr for ar] purposes of determining comp_
liance by Lessee with the provisions of this mining rease, be
deemed to have been paid to Lessors. The provision of the fore-
going paragraph shall not be deemed to rirnit or restrict in any
manner the rights of Lessee pursuant to this section. It is
intended Lhat the rights granted by the foregoing paragraph are
granted as addit'ionar protection to Lessee. Lessee shall have
the right at any time to enforce by appropriate action arl rights
granted to Lessee pursuant to and all rights of Lessee arising
out of this section irrespective of the provisions of the fore_
going paragraph.

VII

DEFAULT

shourd any default in any of the terms hereof occur,
Lessors shal1 give notice to Lessee in writing as hereinafter
provided, designating such asserted default. Lessee shall there-
after have a period of thirty days from the date of receipt of
such notice within which to correct the defaults of which he has
received notice. should Lessee fail to correct said defaults
within said thirty (30) day period, Lessors ildy, at their erec-
tion, cancel and terminate this nining lease.
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VI II

LESSEE I S RIGHT OF TERIVIINATTON

Lessee shalr have the right at any time after
performance of the annual assessment work requirernents for
assessment year ending 1g--A , to
terminate this lease agreement, and subject to the further pro-
visions of this article to be free from any and every obligation
and liability hereunder or in any manner arising out of any term,
covenant and condition hereof. rf Lessee shall erect to so

terminate, he shall deliver or mail to Lessors a notice of such

termination, which sharr be effective by its terms thirty days

after the date of such delivery or mailing. Upon termination of
this rease agreement by Lessee as hereinabove provided, this
Iease agreement shall wholly cease and end and Lessors shalt be

entitled to:

1.

Lessor; and

Forfeit and retain all payments theretofore made by

2- Recover immediate possession of the Subject prem-

ises, subject onry to the right of Lessee to remove his eguipment

and property as herein Provided, and Lessee sha1l be fully exon-
erated, released and discharged of and from all obligations and

liabilities under this lease agreement, except only that. he

shall:

the

the

A. perform the required annual

Premises for the current assessment year,

of such termination shall be sixty days or
of such assessment yeari and

B. pay any taxes then levied
Subject Premises or upon Lesseers property
onr or any other items Lessors are entitled

Iabor upon the Subject

if the effective date

less prior to the end

or assessed upon the

used or stored there-

to be paid.
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Lessee may at any time during the rife of this rease
agreement instarr upon or remove from the subject premises any
toors, machineryr equipment and facirities owned or furnished by
Lessee. rt is mutually understood and agreed that if by the
forefeiture or termination of the rights of the Lessee hereunder,
Lessee quits possession of the said subject premises, he or his
agents or servants may remove any toors, machinery, equipnent and
facilities theretofore by Lessee placed upon said subject prem-
ises' said removal to be at Lesseers cost and expense and may be
accomprished within six months following the surrender of the
subject Premises, except that in such event all instarled under-
ground timber, tracks, piping and wiring sharr thereupon be and
become the property of Lessors.

NOTICE

Any notice to the Lessors may be given to Robert J.
Barnes, p. o. Box 313, cisco, utah g4515, and to the tessee by
giving notice to Dave-Tex r c/o Deloss H. patten, 430 East Center
Street, Salem, Utah.

FORCE MAJEURE

' A11 obligations of tessee under this rnining rease shal1
be suspended whire, but onry so long as and to the extent that
Lessee is prevented from complying with such obligations in whore

IX

x
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or in part by strikes, lockouts, acts of God, unavoidable acci-
dents, uncontrorlable derays by transportat.ion, inability to
obtain necessary materials in open market, rack of a suitabre
available market for sale at a profit to Lessee of gold produced

from the mining claimsr oF of concentrates produced therefrom,
and any state or l-ocal raws, regurations or orders or other
matters beyond the reasonable control of Lessee, whether similar
to the 'matters herein specifically enumerated or otherwise.
Lessee shall not be required against his will to adjust any labor
dispute or to question the validity of or to refrain from judic-
ally testing any Federar, state or rocal raw or regulation or
ruIe.

xr

TITLE DTSPUTES

Notwithstanding anything herein to the contrary, if a

genuine title dispute arises or developes with respect to aI1 or
any premises and the lands covered thereby, tessee shall have the
right at his sole option to relinquish to the tessors the dis-
puted portions or areas of said Subject Premises which are af-
fected by said adverse claims. Lessors shall be obligated to
reimburse Lessee for.aI1 royalties which were paid to Lessors for
gold mined from the disputed area or concentrates produced there-
from or any other damage incurred by tessee as a result of said
title dispute. In the event that Lessors fail to reimburse

tessee as provided in this section, Lessee shall have the right
to retain all royalty payments which thereafter become due here-
under until such tine as he has recovered from said retained
royalty payments an amounL equal to the amount for which Lessors

are obligated to reimburse Lessee as aforesaid, together with
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interest on the unpaid balance thereof at the rate of six per

cenL (6t) per annum. The provisions of the irunediately foregoing
sentence shall not be deemed to limit or restrict in any manner

the rights of tessee to bring legaI action against Lessors to
recover the amounts for which Lessors are obligated to reimburse

Lesseer ds hereinabove in this section provided, it being under-
stood that the rights of Lessee pursuant to this section shall be

cumulative and not alternative or restrictive.
Retention by Lessee of royalty payments pursuant to

this section shall not under any circumstance be deemed to con-

stitute a default by Lessee hereunder and the amount so retained
by Lessee shall for all purposes of deterrnining compliance by

Lessee with the provisions of this mining lease, be deemed to
have been paid to Lessors.

Lessee shall have the right if he so elects to retain
all royalty payrnents which become due and payable hereunder with
relation to gold removed from the disputed portions or areas of
said Subject Premises or concentrates produced therefrom until
such time as Lessee has received from Lessors written evidence

satisfactory to Lessee that said title dispute has been resolved,

and that Lessors are IegalIy entitled to receive such royalty
payments.

Lessee shall not be required to pay any royalty pay-

ments to Lessors concerning any gold produced therefrom mined

from disputed areas which Lessee relinquishes pursuant to this
section, nor shall Lessee be required to pay royalty paynents

with relation to gold produced therefrom, mined from disputed
areas which are ultirnately determined to be the property of
others.
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inure to the benefit of the parties hereto and their respectiVe

heirs, executorsr administrators, personal representatives,

successors and assigns. Lessee shall have the right without the

consent of tessors to selI or assign, aI1 or any part of the

rights of tessee arising under the terms of this nining lease.

IN WITNESS WHEREOF, the parties have executed this
Lease the day and year first above written.

\
.4Q"lX fr, )* P

66 atr"1"(^^'-) 
\ 

LESsoRs

ROBERT J. BARNES RAY BRtu\SCOl,t, JR.

TESSEE:

DAVE-TEX

By:
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